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Working Connections WHY THIS POLICY ANALYSIS?

Child Care The Washington State Child Care Coordinating Committee (CCCC) has a legislative man-
date to advise the State of Washington on child care policy. The Subsidy Sub-committee
of the CCCC decided to provide an objective cost-benefit analysis on policy options for the
Working Connections Child Care program to aid the State in making budget decisions.
This paper includes the elements of eligibility, co-pay, provider rates and various incentive
and bonus payments. The CCCC received assistance from Division of Child Care and
Early Learning and the Northwest Finance Circle to gather data and conduct the analysis
for this paper.

Working Connections Child Care
(WCCC) is a statewide child care
subsidy program administered by
the Division of Child Care and
Early Learning (DCCEL). lts pri-
mary purpose is to pay part of the

child care costs for low income
working families whose income
ranges up to 200 % of the Federal
Poverty Level. All families contrib-
ute to the cost of child care, called
the parent co-pay. There is no
waiting list for service at this time.

WCCC FACTS

e 126,500 children were served
in FY 2002.

e 72,000 families were served
in FY 2002.

e 42,000 families were served
each month FY 2002.

e  25% of children in licensed
care receive subsidies.

e  Approximately $300 million
was paid on behalf of families
using child care subsidies in
2002.

e The subsidy program costs
approximately $25 million
every month (FY 2002).

Assumptions

This paper assumes no additional funding for
WCCC at this time. Additional cost associ-
ated with any option must be balanced with
offsetting reductions, thereby maintaining fis-
cal neutrality.

This paper does not include analysis of the
impact on child care quality of these options.
The rate enhancement for care for children
with special needs will not be discussed in
this paper, as DCCEL is committed to main-
taining this program.

Many states that have been depend-
ing on excess TANF funds to support
child care were recently forced to
make cuts in child care subsidy pro-
grams. Washington was no exception.
In 2002 DCCEL reduced income eligi-
bility guidelines for families and in
January 2003, DCCEL made $20 mil-
lion in reductions in the state’s annual
child care budget by increasing parent
co-pays, eliminating the non-standard
hour bonus and cutting contracts that
were designed to improve the quality
of child care programs.

Program Statistics

Actual Number and Percent of | Number and Percent of
FY 02 Cost |WCCC Enrolled Families WCCC Participating
Used in FY 02 Providers Paid in FY 02
9,710 1,294
Activity Fee $1.0 million 13.5% 16%)
6,722 2,851
Infant Bonus $2.0 million 9.3% 36%)
2,370 5,244
Registration Fee $2.6 million 45% 66%
8,310 2,750
Non Standard Hours $6.4 million 11.6% 35%
(Eliminated 3/03)
5,066
Eligibility between $7.1 million 7%
185-200% of FPL
8,612
Eligibility between $14.5 million 12%)
175-200 % of FPL
Est. Sav. FY04
Co-Pa .
(Increasedy3/03) $23.9 million

November, 2003



Washington State Child Care Coordinating Committee

Infant Bonus, Activity & Registration Fees

Infant Bonus

In September 1998 WCCC began
providing a one-time bonus to
child care providers when they
enrolled infants. This infant bo-
nus was intended to provide an
incentive to providers to care for
infants and thereby increase the
access for families for care for
their young children.

WCCC program pays licensed or
certified child care providers a
one-time bonus of $250 for each
infant they newly enroll in care if:
1) the child is less than 12
months of age,

2) the child care facility has not
already received a bonus for that
infant and

3) the provider cares for the in-
fant a minimum of 5 days.

Activity Fee

The WCCC program will pay up
to $20 per child, per month to
child care programs for a variety
of activities (field trips, one-time
items for crafts, cost of admis-
sions to special activities, snacks
at special activities, travel for
special activities). The fee must
be charged to all parents, subsi-
dized and unsubsidized, in order
for the facility to be eligible for
reimbursement. This gives subsi-
dized children the same access
to enrichment activities as chil-
dren from private paying families.

Registration Fee

The WCCC program will pay up
to $50.00 per child for initial en-
rollment with a child care provider
and annually if the child care pro-
vider requires this annual fee of
all parents, subsidized and un-
subsidized.

The fee can be paid more than
once per year if the child changes
providers and the new provider
also charges a registration fee.

POLICY OPTIONS:

1. Maintain any or all of the bonus/fees
2. Maintain any or all with changes
An alternative would determine a maxi-
mum amount a child care provider

could receive in a year based on en- 4

rollment of subsidy children.

3. Eliminate any or all of the bonus/ o

fees

What do other states do?
e 30 states pay a higher reimburse-

ment rate for infants, than they do for
older children.

9 states pay a higher infant reim-
bursement rate than Washington.

38 states pay a lower infant reim-
bursement rate than Washington.

e  States varied in whether they cov-

ered registration, field trips or other
activity fees.!

POLICY CONSIDERATIONS:

Infant Bonus

® Approximately 6,480 families, and their 6,800 infants used the infant bonus to access

child care in FY 2002. This is about 9% of t
WCCC.

® 2851 providers received the bonus in FY 20
$684 annually and ranged between $250 —

he subsidized families enrolled in

02. Payments to providers averaged

$8,500.

® DCCEL paid out approximately $2 million
in FY 2002.

® The Infant Bonus is currently funded
through the Infant-Toddler Quality ear-
mark.

“Child care assistance is integral to any
effort to move families from welfare to
work and to help low-income parents
stay employed. Single mothers of young
children are 40 percent more likely to still
be employed after two years if they re-

ceive help paying for child care”.?

Activity Fee
® Approximately 9,720 families and their 13,10

0 children had activity fees paid for them

in FY 2002. This is about 13.5% of subsidized families enrolled in WCCC.
® 1,294 providers received the activity fee in FY 2002; payments to providers averaged

$776 annually and ranged between $1 — $22

,324.

® DCCEL paid out approximately $1 million in activity fees in FY 2002 which is about

0.3% of the WCCC budget.

® The average cost for activity fees per child/per year was $76.

Registration Fee

® Approximately 32,370 families had their registration fee paid for them in FY 2002.
This is about 45% of subsidized families enrolled in WCCC.

® 5244 providers received the registration fee
FY 2002; payments averaged $505 annually
ranged between $5 — $12,100.

® DCCEL paid out approximately $2.6 million in

registration fees in FY 2002.

in
and

“How much providers are paid, as well as how
easily they can navigate the system, may ulti-
mately affect their willingness to participate, their

quality of care, and their financial stability”.?
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Non-Standard Hours Bonus

Non-Standard Hours
Bonus

The Non-Standard Hours bo-
nus, beginning in May, 1999,
was provided to help families
access care during evenings,
nights and weekends. The
bonus could result in a reim-
bursement to the child care
provider at a rate higher than
their private-paying rate and
was an incentive for providers
to serve WCCC participants.

The Non-Standard Hour bo-
nus was eliminated in March
2003.

If a licensed child care pro-
gram was expecting to pro-
vide care for a child before
6:00am or after 6:00pm or on
weekends for a total of 15
hours or more per month, then
the bonus was paid in addition
to the regular rate paid to pro-
viders. A rate was set for
each region ranging from $78
to $109 per child per month
for FY 2002.

POLICY OPTIONS:

1. Reinstate the Non-Standard Hours Bonus.
This alternative would reinstate the NSB that
was discontinued in March 2003.

2. Reinstate with changes.

An alternative would increase the number of
hours of care needed per month from 15— 22
hours outside the standard 6:00 am — 6:00 pm,
Mon. — Fri.

3. Maintain elimination of bonus.

This alternative would maintain the elimination
of the NSB that ended in March 2003.

POLICY CONSIDERATIONS:

e Approximately 8,352 families and their
10,700 children benefited from the non-
standard hours bonus in FY 2002. This is
over 10% of the subsidized families en-
rolled in WCCC.

e Many entry-level and low paying jobs in
the service industries require evening and
weekend shifts.

e 2,750 providers received a bonus for ex-
pecting to provide non-standard hour care
in FY 2002. Payments to providers aver-
aged $2,310 annually and ranged from
$5 — $64,977 in FY 2002.

e The average annual cost per child was
about $600 in FY 2002, the highest unit
cost of all of the bonuses and fees.

e Reinstating the NSB would likely cost
about $6.4 million annually, which is
about 2% of the total WCCC budget,
based on FY 2002 costs.

e Reinstating the NSB with additional hour
requirements would presumably cost less
but there are no estimates available.

The rate was
the same for
both family
child care
homes and
centers and
was the same
whether the
child was at-
tending full
time or part
time.

In a recent survey of all of the 31
NSH providers serving Grays
Harbor and Pacific Counties,
32% indicated they eliminated
NSH care and another 19% re-
duced their NSH care as a result
of the elimination of the bonus.
In these small coastal towns
such as Westport, Ocean
Shores, Long Beach and llwaco
many jobs are in the hospitality
industry requiring evening and
weekend shifts. (Spring 2003)*

“Studies show that the number of workers work-
ing non-standard hours is increasing. The in-
crease in non-standard hour workers is due to
the growing service economy”.®
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The Impact of Eligibility Level on Affordability

b =

\

Program Eligibility Level

POLICY OPTIONS:

The income level at which eligibil- “With state and county budgets
ity for the subsidy program is set is 1. Maintain eligibility level at 200% FPL hemorrhaging money, leading to
an important factor in maintaining 2' Decrease the eligibility level from 200% cutbacks across the country, low-
affordability of child care for low ' to 185 % EPL income working families are taking
income working parents. R desperate measures to hang onto

3. Decrease the eligibility level from 200% : o

to 175% FPL child care subsidies and stay off

WCCC uses the federal poverty ° ok . . . welfare. They are moving across

4. Create a waiting list of eligible families

level (FPL) as the income standard
for setting eligibility levels. The
FPL is a national standard that is

to limit enrollment

county lines, cutting their work
hours, and even beginning to look
for lower-paying jobs."”

not adjusted for regional differ-
ences in cost of living. Therefore
the income described by the FPL
may provide a
more ade- °
¥| quate level of o

POLICY CONSIDERATIONS:

Reducing Eligibility to 185% FPL
DCCEL could redirect $7.1 million to another component of the subsidy program.
5,066 families who are currently eligible for WCCC subsidies will no longer be eligible,
4 subsistence in which is 7% of WCCC enrolled families.
some areas Reducing Eligibility to 175% FPL
than in others. e DCCEL could redirect $14.5 million to another component of the subsidy program.

e 8,612 families who are currently eligible for WCCC subsidies will no longer be eligible,
In 2002 the which is 12% of WCCC enrolled families.
maximum eli- Create a waiting list
gibility level e If the lowest-income families are prioritized for enrollment the result will be similar to
was reduced reducing eligibility but to an undetermined level.
from 225% of o |tis important to avoid creating an incentive for a family to go on TANF to access child

the FP_'— to care as TANF families have first priority to WCCC enrollment.
200%. Further reductions in the

eligibility level are potential ways of
reducing costs to meet the chal-
lenges of higher costs in other
subsidy areas like higher provider
reimbursement rates.

Impact on income progression as family income increases

Effects of Copay/Eligibility on Income Progression

When families reach the income
level at which they are no longer ‘
eligible for a subsidy, many . ]
choose lower cost options for child
care such as friends and family $1500 | N N D S N B BN ) B

. ; Effect of taki
and part time family home care.® ~ ect of taking

™~

~—_ on full cost of

100 care after in-

Families’ whose income is just
above the current eligibility level of
200% of FPL, would need to 8500
spend up to 35% of their income
on child care in order to use full ‘ ‘ ‘ ‘ ‘ ‘ ‘
time center based care. If the eli- No  48%FPL 72%FPL 100%FPL 136%FPL 160%FPL 175%FPL 185%FPL 199%FPL 225%FPL 2520 FPL
gibility level is decreased to 185% e

or 175% FPL and the family were 500
to use center based care, the cost [ mEamings after tax anl copaylCC cost
could consume even a larger por-
tion of their income and bring their
remaining resources close to the
level of a family on the subsidy
program at 48% of FPL.

come has ex-
ceeded eligibility®

B Tax Credits* O Cash Assistance O Food Stamps

What do Other States Do?

Washington'’s Eligibility level falls mid range among the states when calculated as a
percentage of the State Median Income. Fourteen states have eligibility levels simi-
lar to Washington'’s, 26 states serve up to higher incomes, and 9 states have a
lower eligibility level.®
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The Impact of Co-pay on Affordability

Co-payments

The co-pay amounts
which parents must contribute
to the cost of child care are
important factors in
maintaining affordability of
child care for low income
working parents. Co-pays also
affect providers because they
can be difficult to collect.

In FY 2003, DCCEL
raised the child care co-
payments by $25 per month
for all families above 82 per-
cent of the FPL, freeing $10.4
million for other purposes.

The chart at right shows
the relationship between the
actual cost of basic necessi-
ties for a family and the Fed-
eral Poverty Level (FPL).*°
The cost of these basic ne-
cessities for a working parent
with two children was calcu-
lated for each county and sev-
eral sub-areas within Wash-
ington State in 2001. Tax
Credits are incorporated, but
other means-tested public
benefits are not. The inten-
tion was to identify what it
would take for a low income
family to be self sufficient
without public assistance.

The Working Connec-
tions Child Care program cur-
rently serves families who
have income at or below
200% of the Federal Poverty
Level. For example, an eligi-
ble parent with two children
has a gross monthly income
of less than $2,544. The aver-
age cost of the basic necessi-
ties of life: housing, child care,

POLICY OPTION:

Continue the co-pay
amount at the new 2003
levels

Evaluate the effects of this
change before considering
further change.

POLICY CONSIDERATIONS:

Three key factors must be considered in setting co-pay amounts

levels:

e  Affordability with respect to poverty

o  Affordability with respect to percent of income used for child
care

. Impact on income progression as family income increases

Affordability with respect to Poverty

Basic Living Expenses for Single Parent with Infant and Preschool Children in 4 Washington

Counties
$3,500
$3,250 $305 B Miscellaneous
$3,000 - $244
4 26
$2,750 $265 U EHealth Care
$2,500 $258
200% 2001 IITT $220
$2,250 - $245 .
Federal $244 M Transportation
Poverty Level  $2,000 $330
$236
$1,750 s
330
$1.500 - $1,325 $330 OFood
2001 Federal  $1,250 $1,127
:cve‘rty $1,000 $838 $884 dcChild Care
evel
$750
$500 o EHousing
$250
$0
King* Clark Okanogan Spokane

*King County excluding Seattle, Renton & Eastside Urban

food, transportation, health
care, taxes, and other ex-
penses for this family range
from $2,850 in Okanogan
County to over $4,000 per
month in King County.

Without the child care
subsidy, many families in this
income range would have diffi-
culty in paying for child care
and still meeting the basic ex-
penses of life.

The percent of income
families contribute to the cost
of child care is another meas-
ure of affordability. Nation-
wide, 20% of families do not
pay for child care at all. The
average family pays 9% of
their income for child care
while the average low-income
family pays 14% of their in-
come.™ The graph at right
shows the effect of co-pay lev-
els on the percent of income
WCCC families pay toward the
cost of care.’?

areas

The 2003 Kids Count recommends that co-pays keep the
cost of child care below 10% of family income to maintain
affordability. On average, US parents pay 14% or more of
their income toward child care.*®

Affordability with respect to percent of
income used for child care

Co-pay as % Income

18% -
16% -
14% -
12% -
10% -
8% -
6% -
4% -
2% 4
0% ; ; T T T T

Percent of Income

48%  72% 109% 136% 160% 175% 185%  199%
FPL FPL FPL FPL FPL FPL FPL FPL

Income Level
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Child Care Provider Reimbursement Rates

Provider Rates
and the
Market Rate Survey

Federal regulations require
Washington State to conduct
a market rate survey of child
care providers. Subsidy rates
are based on a “percentile”
that measures the proportion
of the child care market that
the subsidy rate provides ac-
cess to. The use of a uniform
percentile across the state is
designed to ensure that par-
ents throughout the state us-
ing subsidies have equal ac-
cess to providers regardless
of where they live, the ages of
their children, and the type of
care that they choose to use.

Prior to welfare reform states
were required to set rates at
the 75" percentile; since that
time Washington State has
set provider rates based on
the amount that the state
could afford ranging from the
58" to the 74™ percentile.

The number of children subsi-
dized by Washington State
has risen dramatically since
welfare reform along with the
cost of the child care subsidy
program. Because of a large
decline in the welfare or TANF
caseload, Washington State
was able to cover the increas-
ing cost of the child care sub-
sidy program by shifting dol-
lars from TANF.

The TANF caseload is no
longer declining and no funds
have been available for a pro-
vider rate increase since
January 2002 when the rates
were set at the 58" percentile
of the 2000 survey.

POLICY OPTIONS:

1. Continue the current provider
rates (58" percentile of the 2000
Market Rate Survey)

2. Raise provider rates to the 58"

percentile of the 2002 Market
Rate Survey

3. Raise provider rates to the 75"

percentile of the 2002 Market
Rate Survey

POLICY CONSIDERATIONS:

Providing Access to Licensed Care to Low-Income

Working Families

Access to licensed care was estimated by adding to-
gether the number of slots filled by subsidized chil-
dren and the number of slots filled by private pay chil-
dren where the provider’s rates were equal to or less
than the DSHS rate. At the time of the 2002 survey
DSHS rates provided access to 58% of center slots
and 66% of home slots. At the time of the 2000 sur-
vey DSHS rates provided access to 61% of center

slots and 71% of home slots.

Costs to Raise Provider Rates

Estimated costs for one fiscal year (July 2004 —
June 2005):
e  $27.7 million to raise provider rates to
58" percentile of 2002 survey
e  $41.4 million to raise provider rates to
75" percentile of 2002 survey

Providing Access to Quality Care for Subsidized Chil-

dren

Parents may still be finding providers that will care for children, but low subsidy rates
may constrain providers in providing quality child care.

Access to Full-Time Care Provided by DSHS Subsidy Rates
at the time of the 2002 Market Rate Survey

Centers

ACCESS--Filled
with Subsidized
Children
36%

NO ACCESS--
Private Pay Above
DSHS Rates
42%

ACCESS--Private
Pay At or Below
DSHS Rates
22%

Family Homes

NO ACCESS--
Private Pay Above
DSHS Rates

34.3% ACCESS--Filled by
Subsidized Children

46.3%

ACCESS--Private
Pay At or Below
DSHS Rates
19.4%
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Policy Recommendations

RECOMMENDATIONS

1. Exchange the funding for infant bonus payments for increased infant rates for all providers serving infants.
The rate increase should be a flat increase across all providers serving infants, not a percentile increase. In
this way all providers serving infants will realize the same rate increase. Special authorization for this rate
should not be required.

2. Authorizing Workers will require proof that client has met their parent co-pay obligation prior to any authoriza-
tion of change or renewal of authorization. This will help providers collect parent co-pays, increasing reve-
nues for many providers who do not always collect this fee.

3. Study the impacts and implications of the current parent co-pay system for families and providers to deter-
mine the impacts and recommend potential co-pay changes for families at various levels. Information for this
study should come from existing data and using existing surveys as much as possible. The caution is to use
as little financial resources as possible to complete this study.

4. Exchange the funding for the current activity and registration fee payments for increased provider rates over

all age categories (including infants). Similar to the infant rate increase the motivation was to increase pro-
vider reimbursement rates, reduce authorization layers and spread the financial benefit to all providers.

PRIMARY CONSIDERATIONS

e  Enough resources for providers to receive reasonable
reimbursement rates to stay in business

e Enough resources for families to use care; reasonable
and affordable co-pay so children are not in jeopardy

e Eligibility guidelines should allow the most families/kids
served as possible

e Safe, high quality and consistent child care for all
children

Child Care Coordinating Committee

The Washington State Legislature established the Child Care Coordinating Committee in 1988 to advise policy
makers. The Committee reports to the Legislature, the Governor and State agencies with strategies to improve the
quality, availability and affordability of programs for early learning and out-of-school time.

Subsidy Sub-Committee

One of ten sub-committees of the Child Care Coordinating Committee, the Subsidy Sub-Committee promotes child
care subsidies designed to increase the accessibility of high quality care for low-income families.
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